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ABSTRACT 

 This article analyzes the critical role of accountability and transparency in public financial management by 
emphasizing the integrated practices of accounting, reporting, and auditing. Through comparative analyses with 
developed economies, the study identifies significant gaps in current practices within developing countries and 
highlights essential reforms, including the adoption of accrual accounting, improved financial disclosures, and 
strengthened audit independence, to enhance governance and fiscal responsibility. 
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INTRODUCTION 
In the contemporary public administration landscape, effective Public Financial Management (PFM) is recognized 

as an indispensable element in achieving socio-economic stability and sustainable governance outcomes. Amid 

growing public scrutiny and increasing demands for fiscal responsibility, governments worldwide face heightened 

expectations regarding transparency and accountability in managing public resources. Accountability, in this 

context, denotes the obligation of public officials and institutions to justify their financial actions and decisions, 

ensuring that resources are utilized efficiently, ethically, and for the intended public interest. Transparency 

complements accountability by mandating that all relevant financial information and decision-making processes 

are openly accessible, clearly presented, and understandable to stakeholders, thereby facilitating informed scrutiny 

and participatory governance. 

 

Historically, the absence or inadequacy of robust transparency and accountability mechanisms has led to severe 

repercussions, including economic instability, systemic corruption, diminished public trust, and reduced 

governmental legitimacy. Notable examples, such as the sovereign debt crises in Greece and Argentina, and 

governance scandals across various jurisdictions, underscore the detrimental consequences of ineffective financial 

oversight and weak transparency frameworks. Consequently, strengthening PFM through enhanced accountability 

and transparency has become a global policy priority, highlighted in international initiatives such as the Open 

Government Partnership (OGP), the Public Expenditure and Financial Accountability (PEFA) assessments, and 

guidelines promulgated by international financial institutions, including the International Monetary Fund (IMF) 

and the World Bank. 

 

Central to effective PFM is the integration and alignment of three critical dimensions: accounting, financial 

reporting, and auditing. Accounting provides a systematic method for accurately recording financial transactions 

and fiscal activities, forming the fundamental basis upon which accountability mechanisms operate. Financial 

reporting extends this foundation by consolidating, interpreting, and communicating financial data through 

structured reports, thus facilitating transparency and enabling stakeholders to assess governmental performance 

comprehensively. Auditing, as the final component of this integrated framework, independently examines and 

validates accounting records and financial reports, ensuring reliability, compliance, and effectiveness in financial 

management practices. 

 

LITERATURE REVIEW 
Theoretical frameworks regarding public financial management (PFM) place significant emphasis on 

accountability and transparency as foundational pillars for efficient and ethical governance. From the theoretical 

perspective, accountability is often conceptualized as a relationship involving responsibility and responsiveness, 

where public officials are obligated to inform stakeholders about their financial stewardship and decision-making 
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rationale [1]. Transparency is considered complementary, providing stakeholders with accessible, understandable, 

and relevant information necessary for effective scrutiny and public engagement [2]. 

 

Agency theory serves as a prominent theoretical lens in exploring accountability and transparency in public sector 

financial management. According to Jensen and Meckling’s [3] seminal work on agency theory, accountability 

emerges as a necessary mechanism to mitigate principal-agent problems, where informational asymmetry exists 

between citizens (principals) and public officials (agents). Within this context, transparent reporting and rigorous 

auditing reduce information gaps, thereby aligning agents' actions with the principals' interests and mitigating 

moral hazards. 

 

Institutional theory also significantly informs discussions of public financial management. DiMaggio and Powell 

[4] emphasize institutional isomorphism, highlighting how accountability and transparency practices are often 

shaped by coercive (regulatory requirements), mimetic (imitation of successful practices), and normative 

(professional standards) pressures. Hence, internationally recognized standards, such as those promulgated by the 

International Public Sector Accounting Standards Board (IPSASB) and the International Organization of Supreme 

Audit Institutions (INTOSAI), influence national frameworks significantly through normative and coercive 

isomorphic processes [5]. 

 

Moreover, stewardship theory contrasts with agency theory by asserting that managers or public officials are not 

merely self-interested agents but are also motivated by pro-social and ethical commitments to stakeholders [6]. 

Consequently, enhanced transparency and robust accountability frameworks are viewed as mechanisms that 

empower public managers to demonstrate their ethical commitments and responsible stewardship, rather than 

solely constraining their behavior. 

 

Empirical research extensively supports the positive outcomes associated with enhanced accountability, 

transparency, and robust audit practices in public financial management. Andrews et al. [7], using Public 

Expenditure and Financial Accountability (PEFA) framework assessments, found that countries with more 

transparent and accountable financial systems reported superior fiscal discipline, lower corruption rates, and more 

efficient resource allocation. Similar findings were noted by Dabla-Norris et al. [8], who empirically demonstrated 

that transparency and accountability significantly correlate with better fiscal outcomes, lower deficits, and more 

prudent public debt management. 

 

Cross-country studies provide robust evidence for the critical role of auditing in ensuring public sector 

accountability. Gustavson and Sundström [9], analyzing data from multiple countries, observed a positive 

correlation between the strength and independence of supreme audit institutions (SAIs) and reduced levels of 

corruption, indicating that independent auditing significantly contributes to transparent and accountable 

governance. 

 

In another study, Brusca et al. [10] analyzed European countries adopting accrual-based accounting and 

International Public Sector Accounting Standards (IPSAS), revealing that countries implementing these standards 

exhibited increased fiscal transparency, enhanced comparability in financial reporting, and improved public trust 

in governmental institutions. Similarly, Benito et al. [11] showed empirically that governments adopting more 

rigorous and internationally aligned accounting and reporting standards significantly improved their financial 

transparency and credibility among stakeholders. 

 

Furthermore, research focused on developing and transitional countries highlights specific challenges and benefits 

associated with enhancing accountability and transparency. For example, Hopper et al. [12] found that the 

implementation of integrated financial management information systems (IFMIS) in several developing countries 

significantly improved transparency and accountability, though accompanied by substantial institutional and 

capacity-related challenges. Similarly, Khagram et al. [13] empirically demonstrated that increased fiscal 

transparency is associated with improved governance outcomes, including higher economic growth and lower 

corruption in developing economies. 

 

ANALYSIS AND RESULTS 
Accountability and transparency constitute foundational pillars for effective public financial management, crucial 

for sustaining public trust and ensuring optimal utilization of resources. The interconnected roles of accounting, 

reporting, and auditing provide essential mechanisms through which governments demonstrate stewardship over 
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public funds. By systematically examining these three components, it becomes possible to identify gaps and 

propose improvements aligned with international best practices.  

Table 1. Role of accounting practices in ensuring public financial accountability and transparency 

Key Aspects 
Current Scenario in Developing 

Countries 

Best Practices from Developed Countries 

(e.g., UK, Australia, Canada) 

Accounting 

Basis 

Predominantly cash-based or modified 

cash accounting; limited visibility on 

accrued obligations. 

Adoption of full accrual accounting systems; 

comprehensive visibility of all financial 

obligations and assets. 

Compliance with 

Standards 

Limited alignment with international 

standards; inconsistencies in reporting 

practices. 

Strict adherence to International Public Sector 

Accounting Standards (IPSAS); uniform and 

reliable reporting practices. 

Training and 

Qualification 

Insufficient training and certification 

of accounting personnel; reliance on 

basic qualifications. 

Mandatory professional certifications (CPA, 

ACCA, CGA) and continuous professional 

education for accounting personnel. 

Source: Developed by the author 

Table 1 clearly indicates substantial gaps in accounting practices between developing and developed countries. 

The predominance of cash-based accounting in many developing countries restricts accurate reflection of 

governmental financial health, impeding comprehensive accountability. Conversely, developed countries' 

adoption of accrual accounting, underpinned by rigorous compliance with IPSAS and professional qualifications, 

fosters enhanced transparency, accountability, and better-informed policy decisions. Therefore, transitioning to 

accrual accounting with robust staff training emerges as a vital step towards improved public financial 

management. 

Table 2. Reporting mechanisms and their contribution to transparency and accountability 

Key Aspects 
Current Scenario in Developing 

Countries 

Best Practices from Developed Countries 

(e.g., USA, Sweden, New Zealand) 

Frequency of 

Financial Reports 

Annual financial reports; minimal 

interim updates. 

Regular interim reporting (monthly, quarterly); 

real-time data accessibility via public online 

platforms. 

Quality of 

Disclosures 

Basic financial statements; minimal 

disclosure on contingent liabilities or 

fiscal risks. 

Extensive disclosures including contingent 

liabilities, long-term commitments, and fiscal 

risks clearly documented. 

Public 

Accessibility 

Limited or restricted public access to 

financial reports; reports typically 

not user-friendly. 

Full public accessibility via digital platforms; 

user-friendly formats facilitating public 

scrutiny and engagement. 

Source: Developed by the author 

The second table demonstrates significant deficiencies in reporting frequency, disclosure quality, and public 

accessibility within many developing nations compared to advanced economies. The limited frequency and 

minimal disclosure practices hinder the ability of stakeholders to hold public entities accountable effectively. 

Conversely, developed countries employ frequent reporting cycles with extensive disclosure requirements, 

accessible through user-friendly digital platforms, enhancing transparency and fostering public trust. Adopting 

similar transparent reporting mechanisms is essential for developing countries aiming to achieve effective 

accountability in public financial management. 

 

Recommendations 

Based on the comparative analysis, several targeted recommendations emerge for strengthening accountability 

and transparency in public financial management through the integrated improvement of accounting, reporting, 

and auditing practices. Firstly, governments should expedite the adoption of accrual-based accounting systems 

consistent with IPSAS to ensure comprehensive financial transparency. Secondly, regular, accessible, and detailed 

financial reporting through public digital platforms must be mandated, providing stakeholders real-time insights 

into public finances. Lastly, audit independence and scope should be significantly enhanced by establishing 

autonomous audit bodies, implementing systematic performance audits, and promoting rigorous auditor training 

aligned with international standards. 

 

CONCLUSION 
The study highlights that the synergy among accounting, reporting, and auditing is indispensable for ensuring 

robust accountability and transparency in public financial management. Comparative insights reveal substantial 

disparities between practices in developing and developed countries, particularly regarding accounting standards, 

reporting quality, and audit effectiveness. Addressing these gaps through the recommended reforms transitioning 
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to accrual accounting, enhancing financial disclosures, and strengthening audit independence will substantially 

improve public sector governance, foster public trust, and facilitate efficient resource allocation, ultimately 

contributing to sustainable socio-economic development. 

 

REFERENCES 
1. Andrews, M., Cangiano, M., Cole, N., De Renzio, P., Krause, P., & Seligmann, R. (2014). This is PFM: Public 

financial management overview. Harvard Kennedy School. 
2. Benito, B., Brusca, I., & Montesinos, V. (2007). The harmonization of government financial information systems: 

The role of the IPSAS. International Review of Administrative Sciences, 73(2), 293–317. 
3. Brusca, I., Montesinos, V., & Chow, D. S. L. (2013). Legitimating International Public Sector Accounting 

Standards (IPSAS): The case of Spain. Public Money & Management, 33(6), 437–444. 
4. Dabla-Norris, E., Allen, R., Zanna, L.-F., Prakash, T., Kvintradze, E., Lledo, V., & Gollwitzer, S. (2010). Budget 

institutions and fiscal performance in low-income countries. International Monetary Fund. 
5. DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional isomorphism and collective 

rationality in organizational fields. American Sociological Review, 48(2), 147–160. 
6. Gustavson, M., & Sundström, A. (2018). Organizing the audit society: Does good auditing generate less public 

sector corruption? Administration & Society, 50(10), 1508–1532. 
7. Hopper, T., Tsamenyi, M., Uddin, S., & Wickramasinghe, D. (2009). Management accounting in less developed 

countries: What is known and needs knowing. Accounting, Auditing & Accountability Journal, 22(3), 469–514. 
8. Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs, and ownership 

structure. Journal of Financial Economics, 3(4), 305–360. 
9. Khagram, S., Fung, A., & De Renzio, P. (2013). Open budgets: The political economy of transparency, participation, 

and accountability. Brookings Institution Press. 
10. Mulgan, R. (2000). 'Accountability': An ever-expanding concept? Public Administration, 78(3), 555–573. 
11. Van Slyke, D. M. (2007). Agents or stewards: Using theory to understand the government–nonprofit social service 

contracting relationship. Journal of Public Administration Research and Theory, 17(2), 157–187. 
 
 

 

https://eprajournals.com/
https://doi.org/10.36713/epra1013

